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Specific provisions of the Internal Revenue Code determine the sources of income for purposes of the income tax. 


Specific provisions of the Internal Revenue Code determine the sources of income for purposes of the income tax. ' 


Under the Code, gross income from sources within the United States includes certain specified items,’ such as, with certain 
exceptions, interest from the United States or the District of Columbia, and interest on bonds, notes, or other interest-bearing 
obligations of noncorporate residents or domestic corporations,’ and Social Security benefits as defined in section 86 of the 
Code.* Other items of income considered as coming from sources within the United States include certain dividends;° 
amounts received as underwriting income from certain insurance contracts connected with property, activities, or residents in 
the United States;° compensation for labor or personal services performed in the United States;’ and rentals or royalties from 
property located in the United States or from any interest in such property, including rentals or royalties for the use of or for 
the privilege of using in the United States, patents, copyrights, secret processes and formulas, goodwill, trademarks, trade 
brands, and other like property.* 


Taxable income from sources within the United States is computed by deducting from the items of gross income treated as 
being from sources within the United States, the expenses, losses, and other deductions properly apportioned or allocated 
thereto and a ratable part of any expenses, losses, or other deductions which cannot definitely be allocated to some item or 
class of gross income.’ 


Various items of income are specified as gross income from sources without the United States,” such as interest'! and 
dividends” other than those derived from sources within the United States, compensation for labor or personal services 
performed without the United States,” and rentals or royalties from property located without the United States and from any 
interest in such property, including rentals or royalties for the use of or for the privilege of using without the United States 
patents, copyrights, secret processes and formulas, goodwill, trademarks, trade brands, franchises, and other like properties." 
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Taxable income from sources without the United States is computed by deducting from items of gross income treated as 
being from without the United States, the expenses, losses, and other deductions properly apportioned or allocated thereto 
and a ratable part of expenses, losses, or other deductions which cannot definitely be allocated to some item or class of gross 
income." 


Sales of personal property. 


The Tax Reform Act of 1986 provides generally that income derived from the sale of personal property is sourced in the 
country of the seller’s residence.'° However, the Act provides special rules with respect to inventory property," depreciable 
personal property," intangible property,” sales through offices or fixed places of business,” and stock of affiliates.*! 


Transportation income. 


The Tax Reform Act of 1986 sources transportation income and loss attributable to U.S.-foreign and foreign-U.S. routes as 
50% U.S. source and 50% foreign source” but excludes from the definition of transportation income any income derived by 
an employee from the performance of personal services (except on routes to and from U.S. possessions).” All transportation 
income attributable to transportation which begins and ends in the United States is treated as U.S. source income.” 


Items not specified. 


Items of gross income, expenses, losses, and deductions, other than those specified in sections 861(a) and 862(a) of the Code, 
must be allocated or apportioned to sources within or without the United States in accordance with the regulations.” The 
taxable income from sources within or without the United States, in the case of gross income allocated under section 863(a) 
of the Code, is determined on the same basis as that used for determining taxable income from sources within the United 
States.” 


Income partly from within and partly without the United States. 


Gains, profits, and income from services rendered partly within and partly without the United States are treated as derived 
partly from sources within and partly from sources without the United States.” Also, gains, profits, and income from the sale 
and exchange of inventory property produced by the taxpayer within and sold or exchanged without the United States, or 
produced by the taxpayer without and sold or exchanged within the United States’ and gains, profits, and income derived 
from the purchase of inventory property produced within a possession of the United States and its sale or exchange within the 
United States,” are treated as derived partly from sources within and partly from sources without the United States. 


The Code provides an alternative method for determining the taxable income from sources within the United States in the 
case of gross income treated as derived partly from sources within and party from sources without the United States.*? Under 
this method, the entire taxable income in the case of such income is first determined by deducting the expenses, losses, or 
other deductions properly apportioned or allocated thereto and a ratable part of any other expenses, losses, or deductions 
which cannot definitely be allocated to some item or class of gross income.*! Then, pursuant to processes or formulas 
prescribed by the Secretary, a portion of such entire taxable income is determined as being attributable to sources within the 
United States.” 


Allocation of interest and other expenses. 
Under provision of the Tax Reform Act of 1986, corporate members of affiliated groups must allocate interest expenses 


between U.S. and foreign income as if an affiliated group consisted of one taxpayer.” Except to the extent provided in 
regulations, a similar rule applies to other expenses not directly allocable to a class of income.™ 
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Allocation of research and experimental expenditures. 


A Code provision establishes rules for the allocation and apportionment of research and experimentation expense for 
purposes of determining the source of taxable income.* Initially, such expenditures are allocable entirely to one geographic 
source if they were incurred to meet legal requirements imposed with respect to improvement or marketing of specific 
products or processes and cannot reasonably be expected to generate income.* With respect to expenditures not specifically 
allocated under the foregoing rule, a taxpayer must allocate 50% of such expenses for research conducted in the United States 
to U.S. source income and 50% of expenses for foreign-based research and experimentation to foreign source income.” The 
remainder of research and experimental expenses may be allocated and apportioned by the taxpayer on the basis of either 
sales or gross income.” 


Footnotes 


1 
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26 U.S.C.A. §§ 861 to 864. 

Space and ocean activities 

The Tax Reform Act of 1986 generally sources offshore income and income earned in space in the recipient’s country 
of residence. 

26 U.S.C.A. § 863(d). 

Communications income 

Certain communications income is sourced half in the place of transmission, half in the place of reception. 

26 U.S.C.A. § 863(e). 


Sale or exchange of real property 

(1) Gross income from sources within the United States includes gains, profits, and income from the disposition of a 
United States real property interest. 

26 U.S.C.A. § 861(a)(5). 

(2) Evidence sustained finding that mother who after negotiating sale of property conveyed undivided one-half interest 
therein to children who thereafter joined her in executing deed to purchaser was sole owner and seller of property and 
taxable on entire gain. 

Salvatore v. C. I. R., 434 F.2d 600, 70-2 U.S. Tax Cas. (CCH) P 9724, 26 A.F.T.R.2d 70-5857 (2d Cir. 1970). 

Real property located in Virgin Islands 

Gains, profits, and income from the disposition of a United States real property interest (as defined in section 897(c)) 
when the real property is located in the Virgin Islands are treated as income from sources without the United States. 

26 U.S.C.A. § 862(a)(8). 

Gains, profits, and income derived from the purchase of inventory property without the United States (other 
than within a possession of the United States) and its sale or exchange within the United States. 

26 U.S.C.A. § 861(a)(6). 


26 U.S.C.A. § 861(a)(1). 

Branch-level interest 

(1) Any interest paid by a foreign branch’s U.S. trade or business is U.S. source and subject to U.S. withholding tax of 
30%, discussed in § 463, unless the tax is reduced or eliminated by a specific Code or treaty provision. 

26 U.S.C.A. § 884, effective after 1986. 

(2) Coordination with treaties. 

26 U.S.C.A. § 884(e) as added by Pub. L. No. 100-647, § 1012(q)(2). 

Judgment against resident 

Prejudgment interest on award which nonresident alien obtained against bank for converting his shares in an offshore 
mutual fund was not a substitute for the nontaxable dividends declared on those shares so as to render the interest 
award nontaxable to nonresident alien. 

Iglesias v. U.S., 848 F.2d 362, 88-1 U.S. Tax Cas. (CCH) P 9389, 61 A.F.T.R.2d 88-1264 (2d Cir. 1988). 

Time of distribution 

Interest income from savings deposits with a domestic branch of a United States bank that is received by a domestic 
estate and is distributed to nonresident alien beneficiaries in the year of receipt is not from United States sources and is 
not subject to United States taxation in the hands of the beneficiaries; if such income is not distributed in the year of 
receipt, it is income to the estate and subject to United States taxation. 

Fraternal Beneficiary Society; Whole Life Insurance with Investment Features, Rev. Rul. 1986-75, 1986-1 C.B. 245, 
1986 WL 363106 (1986). 
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26 U.S.C.A. § 861(a)(8). 


26 U.S.C.A. § 861(a)(2). 

Income threshold 

Dividends paid by a foreign corporation are U.S. source if more than 25%, reduced from 50% by the Tax Reform Act 
of 1986, of the gross income of such corporation is effectively connected with the conduct of a trade or business 
within the United States. 

26 U.S.C.A. § 861(a)(2). 


26 U.S.C.A. § 861(a)(7) as amended by Pub. L. No. 100-647, § 1012(4)(10). 


26 U.S.C.A. § 861(a)(3). 

Partial services performed abroad 

Where corporate taxpayer performed engineering services incident to design and construction of certain canals in West 
Pakistan, which services were partially performed in taxpayer’s Denver office, income attributable to services in 
Denver office was subject to treatment as income from sources within the United States and did not constitute foreign 
taxable income for purpose of computing foreign tax credit limitation. 

Tipton & Kalmbach, Inc. v. U. S., 480 F.2d 1118, 73-2 U.S. Tax Cas. (CCH) P 9541, 32 A.F.T.R.2d 73-5334 (10th 
Cir. 1973). 

Nonresident alien 

(1) Such compensation is not deemed to be income from sources within the United States if the labor or services are 
performed by a nonresident alien individual temporarily present in the United States for a period or periods not 
exceeding 90 days during the taxable year and certain other conditions are met. 

26 U.S.C.A. § 861(a)(3). 

(2) Where a nonresident alien receives pension payments from a domestic employer’s qualified noncontributory 
pension plan for services performed in prior years both within and without the United States, the portion of each 
payment received that is attributable to earnings of the pension plan and the portion attributable to the employer’s 
contributions with respect to services rendered within the United States are income from sources within the United 
States. 

Nonresident Alien; Income Source; Pension Payments, Rev. Rul. 1979-388, 1979-2 C.B. 270, 1979 WL 51125 (1979). 
(3) Where H performed services in 1958 when he and W were U.S. citizens residing in Texas, but received payment in 
1963-65 under 1958 agreement with employer when he had renounced U.S. citizenship and become Bahamas resident 
with W, who retained U.S. citizenship, H had effectively abandoned U.S. residence and was nonresident alien, and 
amounts received were from sources within U.S. and so includable in H’s gross income. 

Dillin v. Commissioner of Internal Revenue, 56 T.C. 228, 1971 WL 2462 (1971), acquiescence recommended, 1972 
WL 32859 (LR.S. AOD 1972) and acq., 1975-2 C.B. 1. 

(4) The compensation of a nonresident alien crew member is foreign source income. In addition, the crew member is 
not treated as present in the U.S. for purposes of the rules treating aliens present in the U.S. as resident aliens. 

26 U.S.C.A. § 7701(b)(7)(D), 26 U.S.C.A. § 861(a)(3). 

Relevancy of certain factors 

Such compensation is income from sources within the United States irrespective of the residence of the payer, the 
place in which the contract for service was made, or the place or time of payment. 

Treas. Reg. § 1.861-4(a)(1). 

Dillin v. Commissioner of Internal Revenue, 56 T.C. 228, 1971 WL 2462 (1971), acquiescence recommended, 1972 
WL 32859 (LR.S. AOD 1972) and acq., 1975-2 C.B. 1. 


26 U.S.C.A. § 861(a)(4). 

Damages 

The $400,000 judgment awarded to taxpayer in suit for wrongfully inducing third party to breach its contract with 
taxpayer was ordinary income rather than capital gains since loss of royalties was clearly loss of ordinary income. 
Republic Automotive Parts, Inc. v. C. I. R., 611 F.2d 645, 80-1 U.S. Tax Cas. (CCH) P 9145, 45 A.F.T.R.2d 80-470 
(6th Cir. 1979). 

Interest 

Where royalty interest was transferred to taxpayer in 1954, in apparent disregard of 1947 assignment to company 
which transferred its rights to another in 1950, and the 1950 transferee paid no consideration for the alleged transfer 
and all collections made prior to the transfer to taxpayer were remitted directly to transferors, taxpayer, rather than the 
1950 transferee, was the owner of the royalty and liable for income taxes and was not the owner of a mere security 
interest even if patentee’s corporation, for purposes of its own security, wished taxpayer to have “some substance.” 
Lark Sales Co. v. C. L R., 437 F.2d 1067, 71-1 U.S. Tax Cas. (CCH) P 9101, 27 A.F.T.R.2d 71-481 (7th Cir. 1970), 
also published at, 71-1 U.S. Tax Cas. (CCH) P 9178, 26 A.F.T.R.2d 70-5909, 1970 WL 123607 (7th Cir. 1970). 


§ 461. Determination of sources of income within and..., 47B C.J.S. Internal... 


WESTLAW 


26 U.S.C.A. § 861(b). 

F.W. Woolworth Co. v. Commissioner of Internal Revenue, 54 T.C. 1233, 1970 WL 2405 (1970), nonacquiescence 
recommended by, 1971 WL 29209 (I.R.S. AOD 1971) and nonacq., 1971-2 C.B. 1. 

Allocation and apportionment of deductions for state taxes 

Treas. Reg. § 1.861-8. 

Vantine & Co. v. U.S., T.D. 28225, 9 U.S. Cust. App. 291, 1919 WL 21375 (Ct. Cust. App. 1919). 

Individual not itemizing deductions 

In the case of an individual who does not itemize deductions, an amount equal to the zero bracket amount is 
considered a deduction which cannot definitely be allocated to some item or class of gross income. 

26 U.S.C.A. § 861(b). 


Sale or exchange of real property located without United States 

(1) Gains, profits, and income from the sale or exchange of real property located without the United States are treated 
as income from sources without the United States. 

26 U.S.C.A. § 862(a)(5). 

(2) Underwriting income other than that derived from sources within the United States is treated as income from 
sources derived without the United States. 

26 U.S.C.A. § 862(a)(7). 


26 US.C.A. § 862(a)(1). 
26 U.S.C.A. § 862(a)(2). 


26 U.S.C.A. § 862(a)(3). 

Miller v. Commissioner of Internal Revenue, 52 T.C. 752, 1969 WL 1654 (T.C. 1969), acquiescence recommended, 
1972 WL 32810 (LR.S. AOD 1972) and acq., 1972-2 C.B. 1. 

Earnings from artwork 

Taxpayer, an American sculptor residing and creating abroad, was entitled to treat his earnings from his artwork as 
from “labor or personal services,” to be sourced as earned abroad, notwithstanding the government’s argument that the 
artwork was a sale of “personal property.” 

Cook v. U. S., 220 Ct. Cl. 76, 599 F.2d 400, 79-1 U.S. Tax Cas. (CCH) P 9335, 43 A.F.T.R.2d 79-1047 (1979). 
Settlement payments 

Payments of principal under a contract settlement agreement with a foreign partnership are foreign source income 
under section 862(a)(3) of the Code if made in settlement of a contractual obligation for the performance of services in 
a foreign country, the satisfaction of which would yield foreign source income. 

Income Source; Contract Settlement Payments to Foreign Partnership, Rev. Rul. 1983-177, 1983-2 C.B. 112, 1983 
WL 190204 (1983). 


26 U.S.C.A. § 862(a)(4). 

Determination of source 

When dealing with sale of foreign patent, it makes little sense to insist on applying place of passage of title test in 
determining source of income from the sale. 

AMP, Inc. v. U.S., 492 F. Supp. 27, 79-2 U.S. Tax Cas. (CCH) P 9606, 45 A.F.T.R.2d 80-1459 (M.D. Pa. 1979). 
Patent licensing agreement 

Payments received by taxpayer from its foreign subsidiaries and affiliates under exclusive patent licensing agreement 
constituted royalties, and thus, they could be used in calculating taxpayer’s allowable foreign tax credit. 

AMP, Inc. v. U.S., 492 F. Supp. 27, 79-2 U.S. Tax Cas. (CCH) P 9606, 45 A.F.T.R.2d 80-1459 (M.D. Pa. 1979). 
Royalties 

Royalties for the use of a foreign trademark on products that are ultimately used in foreign countries are income from 
sources without the United States even though the initial sale of the articles took place in the United States. 

Rev. Rul. 1968-443, 1968-2 C.B. 304, 1968 WL 15205 (1968). 

Payment received from foreign corporation for broadcasting right 

Income Source; Payment Received from Foreign Corporation for Broadcasting Right, Rev. Rul. 1984-78, 1984-1 C.B. 
173, 1984 WL 262644 (1984). 


26 U.S.C.A. § 862(b). 

Motors Ins. Corp. v. U. S., 208 Ct. Cl. 571, 530 F.2d 864, 76-1 U.S. Tax Cas. (CCH) P 9201, 37 A.F.T.R.2d 76-719 
(1976); Theo Davies & Co., Ltd. v. Commissioner of Internal Revenue, 75 T.C. 443, 1980 WL 4617 (1980), aff'd, 678 
F.2d 1367, 82-2 U.S. Tax Cas. (CCH) P 9441, 50 A.F.T.R.2d 82-5167 (9th Cir. 1982); F.W. Woolworth Co. v. 
Commissioner of Internal Revenue, 54 T.C. 1233, 1970 WL 2405 (1970), nonacquiescence recommended by, 1971 
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WL 29209 (I.R.S. AOD 1971) and nonacq., 1971-2 C.B. 1. 

Individual not itemizing deductions 

In the case of an individual who does not itemize deductions, an amount equal to the zero bracket amount is 
considered a deduction which cannot definitely be allocated to some item or class of gross income. 

26 U.S.C.A. § 862(b). 

Nature of deductions 

(1) In computation of foreign tax credit limitation ratable portion of personal, as well as business, deductions are to be 
allocated to foreign income, on basis of gross income. 

Grunebaum v. C. I. R., 420 F.2d 332, 70-1 U.S. Tax Cas. (CCH) P 9160, 25 A.F.T.R.2d 70-380 (2d Cir. 1970). 

(2) Where taxpayer railroad paid Mexican income tax for rental received from cars used in Mexico, to reflect 
accurately true cost incurred in United States and Mexico, running repairs should be allocated between the two 
countries on a car-day basis for income tax purposes in United States. 

Chicago, Milwaukee, St. Paul and Pacific R. Co. v. U.S., 186 Ct. Cl. 250, 404 F.2d 960, 69-1 U.S. Tax Cas. (CCH) P 
9125, 22 A.F.T.R.2d 5947 (1968). 

(3) State property taxes on taxpayer railroad’s cars was allocable as deduction against United States source income and 
not to be ratably apportioned between United States and Mexican source income in determining taxable income from 
Mexico, notwithstanding that railroad owned cars that were sometimes located in Mexico, where payment of state 
property taxes in no way affected railroad’s right to operate in Mexico or enhance its ability to earn income there. 
Missouri Pac. R. Co. v. U.S., 411 F.2d 327, 69-1 U.S. Tax Cas. (CCH) P 9374, 23 A.F.T.R.2d 69-1474 (8th Cir. 
1969). 


26 U.S.C.A. § 865(a), generally effective after 1986. 

Residency 

(1) The term “United States resident” means any individual who is a United States citizen or a resident alien and does 
not have a tax home (as defined in section 911(d)(3)) in a foreign country, or is a nonresident alien and has a tax home 
(as so defined) in the United States, and any corporation, trust, or estate which is a United States person (as defined in 
section 7701(a)(30)). 

26 U.S.C.A. § 865(g)(1)(A) as amended byPub. L. No. 100-647, § 1012(d)(3). 

(2) The term “nonresident” means any person other than a United States resident. 

26 U.S.C.A. § 865(g)(1)(B). 

(3) A United States citizen or resident alien will not be treated as a nonresident with respect to any sale of personal 
property unless an income tax equal to at least 10% of the gain derived from such sale is actually paid to a foreign 
country with respect to that gain. 

26 U.S.C.A. § 865(g)(2). 


26 U.S.C.A. $ 865(b). 


26 U.S.C.A. § 865(c). 

Predominant use 

If property is used either predominantly in the United States or outside the United States, all of the depreciation 
deductions are treated as having been allocated to income from the source of predominant use. 

26 U.S.C.A. § 865(c)(3)(B). 


26 U.S.C.A. § 865(d) as amended by Pub. L. No. 100-647, § 1012(d)(1). 

Place of use 

To the extent that payments in consideration of the sale of intangible property is contingent on the productivity, use, or 
disposition of the intangible, the source of such payments will be the place that the property is used. 

26 U.S.C.A. § 865(d)(1). 

Intangible defined 

The term “intangible” means any patent, copyright, secret process or formula, goodwill, trademark, trade brand, 
franchise, or other like property. 

26 U.S.C.A. § 865(d)(2). 

A franchisor’s sale of its entire operations constitutes the sale of a franchise for purposes of the Code § 865(d)(2) 
source rule for intangibles. Also, the special source rule for goodwill in Code § 865, under which payments for 
goodwill are sourced in the country where the goodwill was generated, applies only where goodwill is separate from 
the other intangibles that are specifically listed in Code § 865. 

International Multifoods Corp. v. C.I.R., 108 T.C. 25, Tax Ct. Rep. (CCH) 51855, Tax Ct. Rep. Dec. (RIA) 108.3, 
1997 WL 32740 (1997). 

Goodwill 

Payments in consideration of a sale of goodwill shall be treated as from sources in the country in which such goodwill 
was generated. 
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26 U.S.C.A. § 865(d)(3). 


26 U.S.C.A. § 865(e) as amended by Pub. L. No. 100-647, § 1012(d). 

Sales by residents 

For U.S. persons, sales attributable to a foreign office will yield foreign source income (if the income is subject to at 
least a 10% foreign tax). 

26 U.S.C.A. § 865(e)(1). 

Sales by nonresidents 

Income earned by a foreign person attributable to a fixed place of business within the United States is U.S. source. 

26 U.S.C.A. § 865(e)(2). 

“U.S. office rule” 

As indicated by its text, structure, regulations, and legislative history, focus of Internal Revenue Code section known 
as the “U.S. office rule,” providing that income from any sale of personal property attributable to a nonresident’s 
office or other fixed place of business in the United States shall be sourced in the United States, for federal income tax 
purposes, is directed to the transaction rather than the appreciation of the asset; text and title of statute underscored the 
centrality of the sale, regulations interpreting the rule enable attribution inquiry to focus on site of the transaction 
rather than site of value creation, and history of the legislation led back to so-called “title passage rule,” calling for 
income from sales of property to be sourced where title to property passed. 

Grecian Magnesite Mining, Industrial & Shipping Co., SA v. Commissioner of Internal Revenue Service, 926 F.3d 
819, 123 A.F.T.R.2d 2019-2164 (D.C. Cir. 2019), referring to 26 U.S.C.A. § 865(e)(2)(A); Treas. Reg. § 
1.864-6(b)(2)(i). 


26 U.S.C.A. § 865(f). 

Foreign source income 

Income derived by U.S. persons from sales of stock in a U.S.-owned foreign corporation is treated as foreign source if 
the corporation derives more than 50% of its business income in the country where the sale occurs. 

26 U.S.C.A. § 865(f) as amended by Pub. L. No. 100-647, § 1012(d)(4). 


26 U.S.C.A. § 863(c)(2)(A), generally effective after 1986. 

Income from certain leased vessels or aircraft 

The special U.S. sourcing rule for income and expenses associated with vessels or aircraft constructed in the United 
States and leased to U.S. persons is repealed. 

Pub. L. No. 99-514, § 1212(d) repealing former 26 U.S.C.A. § 861(e). 

Transportation between U.S. and possessions 

A rule providing that transportation income attributable to transportation which begins in United States and ends in 
U.S. possession (or which begins in U.S. possession and ends in United States) generally is treated as 50% U.S. source 
income and 50% foreign source income is repealed. 

Pub. L. No. 99-514, § 1212(a) repealing 26 U.S.C.A. § 863(c)(2). 


26 U.S.C.A. § 863(c)(2)(B) (a special exception for nonresident alien crew members has been now been added). 
26 U.S.C.A. § 863(c)(1). 

26 U.S.C.A. § 863(a). 

26 U.S.C.A. § 863(a) and Treas. Reg. § 1.863-1(c). 

26 U.S.C.A. § 863(b)(1). 


26 U.S.C.A. § 863(b)(2). 

“Produced” defined 

The term “produced” includes created, fabricated, manufactured, extracted, processed, cured, or aged. 

26 U.S.C.A. § 864(a). 

Price 

A corporation that produces and sells inventory within the U.S. and also sells the inventory outside the U.S. must use 
the independent factory or production price for purposes of determining the division between domestic and foreign 
sources of income from sales outside the U.S. 

Investment Credit; Recapture; Disqualified Use of Property, Rev. Rul. 1987-73, 1987-2 C.B. 28, 1987 WL 419740 
(1987). 

Oil or gas well 

Regulation providing that income derived from foreign sale of products of domestic well is U.S. source income 
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violates statute. 

Phillips Petroleum Co. and Affiliated Subsidiaries v. C. I. R., 97 T.C. 30, Tax Ct. Rep. (CCH) 47440, Tax Ct. Rep. 
Dec. (P-H) 97.3, 1991 WL 119654 (1991), aff'd, 70 F.3d 1282, 96-1 U.S. Tax Cas. (CCH) P 50006, 76 A.F.T.R.2d 
95-7978 (10th Cir. 1995). 


29 26 U.S.C.A. § 863(b)(3). 
30 26 U.S.C.A. § 863(b). 
al 26 U.S.C.A. § 863(b). 
22 26 U.S.C.A. § 863(b). 
Linseman v. Commissioner of Internal Revenue, 82 T.C. 514, Tax Ct. Rep. (CCH) 41083, 1984 WL 15552 (1984). 
33 26 U.S.C.A. § 864(e)(1), generally effective after 1986. 
Allowable method 


All allocations and apportionments of interest expense must be made on the basis of assets rather than gross income. 
26 U.S.C.A. § 864(e)(2). 

Tax exempt income and assets 

Tax-exempt income and assets are not taken into account for purposes of allocating expenses. 

26 U.S.C.A. § 864(e)(3) as amended by Pub. L. No. 100-647, § 1012(h)(3). 

Basis of stock in nonaffiliated 10% owned corporations adjusted for earnings and profit changes 

26 U.S.C.A. § 864(e)(4) as amended by Pub. L. No. 100-647, § 1012(h)(1). 


34 26 U.S.C.A. § 864(e)(6). 
35 26 U.S.C.A. § 864(g). 


Special rules for expenditures attributable to activities conducted in space 
26 U.S.C.A. § 864(g)(3). 





2 26 U.S.C.A. § 864(g)(1)(A). 
3y 26 U.S.C.A. § 864(g)(1)(B). 
38 26 U.S.C.A. § 864(g)(1)(C). 
End of Document © 2021 Thomson Reuters. No claim to original U.S. Government 


Works. 


WESTLAW © 2021 Thomson Reuters. No claim to original U.S. Government Works. 8 


